ABSTRACT
Immigrants in a Booming Economy: Analysing their Earnings and Welfare Dependence Section 1: Introduction
Since the mid-1990s Ireland has enjoyed exceptional rates of economic growth.
Between 1994 and 2004, growth in real GNP averaged over 6 percent per annum.
Over the same period, the rate of unemployment fell from close to 15 percent to under 5 percent. This strong economic performance has, in turn, led to an inflow of immigrants. In this paper, we examine the earnings of these immigrants relative to natives and also the extent to which immigrants draw on welfare services, again relative to natives. In so doing, we are using Ireland as a new and interesting case to enable us to develop further our knowledge of immigrant experiences.
Before outlining in detail the contents of the analysis and the structure of the paper, we should set out precisely why Ireland offers an interesting case study. In addition to
Ireland's growth performance, noted above, there are some notable dimensions to
Ireland's immigration experience. First, Ireland is unusual in terms of the speed with which the non-national percentage of its population has risen. In the Census of 2002, 7 percent of the population was found to be non-nationals. In the Census of 2006, the corresponding figure was 10 percent. We can get a sense of how exceptional this has been if we compare the Irish experience with that of the UK where the non-national population grew by 2 percentage points over a thirty-year period, between 1960 and 1990 (Bell, 1997 .
A second unusual dimension of Ireland's migration experience is the speed with which it turned from being a country of out-migration to being a country of inmigration. As shown in Figure 1 , as recently as the early 1990s Ireland was experiencing a net outflow. As the population at the time was only 3.5 million, the outflows in 1988 and 1989 represented over 1 percent of the population. This meant that the rate of outflow in the late 1980s was high by international standards.
Figure 1 here
A third unique feature of immigration into Ireland has been the high levels of education among the immigrants. As shown by Barrett et al (2002) and , immigrants in Ireland have notably higher levels of education than the domestic population. This is in contrast to the experience, for example, in the US where immigrants are generally less skilled than the native population.
Given these three dimensions of Ireland's immigration experience, it is of interest to explore the experiences of immigrants in Ireland. As we are looking at a group that is (a) highly educated and (b) arriving into a rapidly growing economy, we might expect that some of the difficulties experienced by immigrants elsewhere may not be observed in Ireland. We look at two dimensions of immigrant experiences using a nationally representative dataset. We look at earnings and the take-up of social welfare benefits and we ask whether there are differences between immigrants and natives in respect of each. The data used are from the Irish component of the EU's
Survey of Income and Living Conditions (EU-SILC) for 2004. The issues of earnings
and welfare participation have not been explored to date using a nationally representative sample for Ireland. Instead, much of the work on topics such as these have only looked at certain sub-groups of the immigrant population such as work permit holders (Ruhs, 2005) or asylum seekers (Fanning et al, 2000) , both of which are small minorities of the total immigrant population.
In looking at earnings, we build on the work of , one of the few other studies to look at immigrants in Ireland using a nationally representative sample.
They studied occupational attainment and identified what they described as an "occupational gap" between natives and immigrants. By this they meant that immigrants appeared to hold occupations that were at a lower level compared to those held by natives, controlling for characteristics such as age and education. Here, we look at this issue of labour market achievement by analysing earnings. In looking at welfare take-up, we are addressing an issue that has not been studied to date for immigrants in Ireland, to our knowledge, but which is of great importance. As noted by Borjas (1995) , the impact of immigrants on the public finances is a crucial element of their overall economic impact. Social welfare is one route through which they can have an impact and so an investigation of welfare participation can contribute to a broader understanding of immigrant impacts.
The paper is structured as follows. In Section 2, we discuss the international literature on immigrant earnings and welfare participation with a view to providing a context for our empirical analysis. In Section 3, we discuss the data used in the analysis and present some initial descriptive statistics. In Section 4, we present our findings with respect to the earnings of immigrants relative to those of natives. In Section 5, we report on the welfare-related component of the analysis. In Section 6, we provide a summary and offer conclusions.
Section 2: The Literature
One of the earliest papers on the earnings of immigrants (Chiswick, 1978) sets out the thinking which underpins much of the subsequent work on immigrant earnings so it is useful to begin with a discussion of this paper. The Chiswick view sees immigrants suffering an initial wage disadvantage relative to natives when they arrive in the host country. The reason for this is that immigrants initially lack location-specific human capital such as language skills. Over time, immigrants will invest in acquiring location-specific human capital and so their wages will converge on those of natives.
A further implication of the Chiswick view is that immigrants from countries that are similar to the host country in terms of labour market features will suffer a lower earnings disadvantage relative to immigrants from dissimilar countries.
Chiswick's empirical work appeared to show that the wages of immigrants not only converged on those of natives but also overtook them. He explained this as being the result of unobserved characteristics on the part of immigrants such as drive and ambition that allowed them to excel in the host country. However, this empirical finding was called into question by Borjas (1985) who showed that the apparent increase in immigrant earnings over time was actually the result of a change in the nature of the immigrant inflow. He showed that more recent waves of immigrants into the United States were performing less well than the earlier arrivals and that the pattern that Chiswick had observed was the result of a cohort effect and not an assimilation effect. Any convergence between immigrants and natives was limited.
As Borjas (1985 and 1987) called into question the earnings convergence hypothesis of Chiswick, the question of whether immigrants earn more, less or the same as natives has been addressed in a number of empirical studies. Here, we will outline the results of a selection but a more comprehensive review can be found in Borjas (1999 With regard to welfare participation, two papers illustrate the issues and the results. In the case of both papers, the authors begin with the observation that immigrants are more likely to be in receipt of welfare services relative to natives. They then aim to see if these unadjusted differences can be explained by the characteristics of immigrants. Hansen and Lofstrom (2003) find that for Sweden the higher participation by immigrants remains, controlling for observable characteristics. In contrast, Riphahn (2004) finds that the relatively higher participation in welfare programmes by immigrants in Germany can be fully explained by differences in the characteristics of immigrants and natives. With rates of unemployment and single parenthood found to be higher among immigrants in Germany, these two factors explained much of the unadjusted difference in welfare participation.
Section 3: Data and Descriptive Statistics
The data on which the analysis below is based come from the EU Survey on Income Before proceeding to the presentation of the econometric analysis below, we will present some descriptive statistics from the data. In the tables below we present sample means for both the immigrants and natives within the sample. We also show the means for the same variables for immigrants in the CSO's Quarterly National
Household Survey (QNHS) from the second quarter of 2004. The QNHS is based on a sample of 39,000 households and so provides a much larger sample than the EU-SILC. In the EU-SILC, immigrants make up 4.3 percent of the sample. From the Census of 2002, we know that non-nationals made up 7 percent of the population at that time so immigrants are under-represented in our data. Given this undercount of the number of immigrants, it is desirable that there be no systematic biases across the broad socio-economic variables. For this reason, comparisons with information from the QNHS are useful in assessing the degree to which the immigrants in the sample are representative of immigrants in Ireland generally. As will be seen, in terms of the variables of greatest interest, i.e. work status and education, the distributions are similar.
In Tables 1 and 2 , we present information on the age and gender distributions of the natives and immigrants in the sample and of the immigrants in the QNHS. In the case of both the EU-SILC and the QNHS, immigrants are shown to be concentrated in the age groups 25-34 and 35-44. However, the QNHS counted a bigger proportion of immigrant children whereas the EU-SILC counted a bigger proportion in the older age groups. In the case of gender, the EU-SILC shows a higher proportion of female immigrants relative to the QNHS. While it would be preferable to see a greater degree of similarity between the QNHS immigrants and the EU-SILC immigrants, we do at least have a group for our analysis that are concentrated in the same age categories as with the QNHS and that are broadly balanced in terms of gender. Tables 1 and 2 here In Table 3 , we turn to the work status of the natives and the immigrants. Here, there is a greater degree of similarity between the immigrants in the EU-SILC and the immigrants in the QNHS. The participation rate among immigrants is 57.5 percent in the EU-SILC and 55.8 percent in QNHS. The unemployment rate is lower for the EU-SILC immigrants but both groups are shown to have a higher rate of unemployment relative to the native population. Table 3 here
The last variable that we look at is education. In Table 4 , we show the distribution of educational qualifications for the labour force participants of the three groups, with qualifications broken down into three categories: less than leaving certificate, leaving certificate/non-degree third level and third level degree. The picture to emerge is that of an immigrant population that is relatively well educated when compared to the native population. Both the EU-SILC and the QNHS show that over 40 percent of the immigrant labour force have third level degrees, compared to just under 20 percent of the native labour force. This finding is in line with and so shows again the notably high level of education among Ireland's immigrants. Combining the two responses, we calculated hourly earnings for each individual.
The mean hourly wage for natives in the sample is just over €25; for immigrants, the corresponding figure is just over €17. These average figures suggest lower earnings on the part of immigrants but in order to investigate this systematically, we need to employ regression analysis. As a final exercise in this stage of the analysis, we looked within the non-English speaking group. We created three dummy variables indicating immigrants from EU accession countries (EU-10), from the EU-15, less Ireland and the UK (EU-13) and from non-EU countries (non-English/non-EU). We re-ran the regression excluding all other immigrants so the coefficients on each of these three dummy variables should be interpreted as the earnings of these groups relative to natives. The results suggest that the wage disadvantage is particularly pronounced for immigrants from the EU-10, at 45 percent. However, the wage disadvantage for the EU-13 is also large, at 27 percent. While this might be surprising, it is in line with findings in of similar occupational disadvantages for the two groups of European immigrants. For the non-English-speaking/non-EU group the wage disadvantage is also 27 percent 4 . The coefficients on these three dummy variables are all statistically different from zero but not from each other. Table 5 here 3 Ideally, if we had information on English language ability for each immigrant, we would have used this in the analysis. However, in the absence of such information, we use English-speaking and nonEnglish-speaking countries as proxy variables. The English-speaking countries are the US, the UK, Canada, Australia and New Zealand. Although South Africa might have been added to the list, it is not identified separately from other southern African countries in the data. 4 It might have been expected that non-English-speaking/non-EU immigrants would have experienced a larger wage gap relative to the EU-13 group. Part of the explanation for this not being the case may be the inclusion of people from Pakistan, India and the Philippines in this category as many immigrants from these countries will speak English.
The next stage in our analysis was motivated by the finding in other papers (such as Shields and Wheatley-Price, 1998 ) that a part of the immigrant earnings disadvantage could be explained by different returns to human capital acquired in the host and home countries. As our data do not identify where education and experience were acquired, we cannot test for this directly. However, if we assume that a substantial component of immigrants' education and experience was acquired before arriving in Ireland, we can generate some evidence on this point by re-running models of the type shown in Table 5 but this time including interactions between the immigrant dummy variables and the education and experience variables. Given that our sample of immigrants is small (only 183 in total), we use a two-way categorisation of education at this point, third-level degree holders and others. The results are presented in Table   6 . an interaction between experience and immigrant is added. As can be seen, very little changes so this interaction does not appear to add anything to our model.
As the analysis presented in Table 5 shows significant differences in the earnings of immigrants from English-speaking and non-English speaking countries, we re-ran Models 1 and 2 of Table 6 for the immigrants from non-English speaking countries only. The results are reported as Models 3 and 4 in Table 6 . Looking first at Model 3, the inclusion of the immigrant/education interaction reduces the estimate of the immigrant earnings gap from 31 percent (Model 2 of Table 5 ) to 26 percent.
5 The p-values for both the immigrant coefficient and the immigrant/third level interaction are 5%.
However, the coefficient on the immigrant/education interaction term is not significant so we cannot offer any strong conclusion that the earnings of immigrants with third-level degrees from non-English speaking countries differ from those of natives with third level degrees.
Before concluding our analysis of earnings, we should note that we ran the earnings equation for all immigrants including a set of dummy variables controlling for occupation. The inclusion of this set of dummy variables had no effect on the estimate of the immigrant earnings differential; it fell from 18 percent to 16.6 percent but these point estimates are statistically the same. We also ran an equation with both occupations and occupation/immigrant interactions. The estimated immigrant wage gap fell to 11 percent under this specification but was no longer statistically different from zero. As with the interactions between immigrants and education, the small number of observations may well be making it difficult to pick up an effect even if it exists.
Section 5: Welfare
We now turn to the second broad component of our analysis. As noted in the Introduction, one avenue through which immigrants can impact upon the host country is through the public finances. If immigrants are found to use welfare services more (less) intensively than natives, they will have a negative (positive) impact on the public finances relative to natives. For this reason, we use the data to provide information on the relative usage of social welfare by immigrants and natives.
The data contain information on whether or not individuals received payments under a broad range of categories in the previous twelve months. We limit our interest somewhat and construct a "welfare participation" dummy variable based on whether individuals received payments under one of the following four programmes: unemployment benefits or assistance and disability benefits or assistance. We only look at individuals in the standard working-age cohort and so omit the over 65s. This means of course that we are not considering receipt of old age pensions.
We should note that the group of immigrants would have different welfare introduced. For non-EU immigrants on work permits, should they lose their job, they are no longer entitled to remain in the country and so would not be eligible for welfare. Given the complex mix of factors, both institutional and behavioural, in determining welfare receipt our analysis simply asks how immigrants and natives differ in terms of receipt. We do not attempt to disentangle the relative impacts of institutional factors versus behavioural.
In looking at the means for our social welfare dummy variable amongst immigrants and natives, we find that 15 percent of the natives report participation in one of the four schemes; the corresponding figure for immigrants is just 7 percent. This implies that the immigrant population in Ireland differs from those in Germany and Sweden who had higher rates of welfare participation relative to natives (see Hansen and Lofstrom, 2003, and Riphahn, 2004 , referenced above). As we also know that the immigrants in Ireland are more highly educated on average than the native population and that more highly educated people use welfare services less intensively, we need to explore if the education difference explains the social welfare difference.
In Table 7 , we present the results from two probit regressions in which the dependent variable is the social welfare dummy variable and is equal to one if the individual was in receipt of one of the four payments and zero otherwise. We present the marginal impacts, as opposed to coefficients, for ease of interpretation. In Model 1, we use just one dummy variable to identify immigrants. As can be seen, we obtain a negative and significant impact for immigrants of 5 percent suggesting that immigrants are less likely to have been in receipt of payments controlling for factors such as education, gender and years of work experience. In Model 2, we break the immigrant group into those from English speaking and non-English countries but no difference between the two groups is found.
As discussed above, although we have found a statistically significant difference between immigrants and natives in terms of welfare participation, it is difficult to interpret this result in terms of the underlying causes. Part of the difference may be related to underlying propensities but part may also be related to differences in eligibility. Either way, the lower intensity of welfare participation by immigrants points to lower demands on the public finances at least through this avenue. Table 7 here
As a final part of our analysis of immigrant welfare participation, we ran a tobit regression in which the dependent variable was the amount of welfare received over the previous twelve months under the four programmes in question. We are cautious in reporting this because any observation of lower amounts being received by immigrant in the previous twelve months, conditional on being in receipt of some payment, could be the result of being in Ireland for a limited period. As we do not have information on year or month of arrival, there is little that we can say about this.
The tobit analysis produced a negative and significant coefficient on the immigrant dummy variable. In terms of marginal impact, immigrants who received some payment were estimated to receive €281 less than natives, controlling for education and years worked 6 . To the extent that some immigrants may not have been in Ireland for the previous twelve months, this estimate is downward biased but does point again to lower welfare usage for immigrants relative to natives.
Section 6: Summary and conclusions
We began the paper by suggesting that Ireland's rapid economic growth, when combined with the educational level of its immigrants, may have led to its immigrants avoiding earnings disadvantages or a greater need to be on welfare, relative to natives.
In terms of earnings, our analysis points to earnings gaps even in these favourable circumstances. We have found that immigrants' hourly earnings are 18 percent lower than those of native employees, controlling for factors such as education and experience. When we look at this earnings difference for immigrants from English speaking and non-English countries, we find that the gap is much more pronounced for those from non-English speaking countries (3 percent versus 31 percent respectively). Looking within the group from non-English speaking countries, we find an hourly earnings disadvantage of 45 percent for immigrants from the 10 New
Member States of the EU. The corresponding figure for immigrants of the EU-15, 6 The average amount received over the twelve month period in the sample was €3,501.
excluding Ireland and the UK, is 27 percent and the same wage gap is found for immigrants from non-English speaking countries outside of the EU.
We explored whether the immigrant earnings gaps were related to lower returns to human capital acquired elsewhere and the evidence suggests that this is true in part.
For the immigrant group as a whole, immigrants with third level degrees were found to earn 17 percent less than comparable natives. As regards welfare, Ireland does not appear to be experiencing any sort of immigrant-related drain on public resources. We have shown that on average immigrants use welfare services less intensively and that this difference remains even when we adjust for the higher levels of education among the immigrant population.
In the case of both earnings and welfare participation, one crucial element that is missing from our analysis is duration of time in Ireland for immigrants. As our data do not include this information, we have not been able to assess if the wage disadvantage reduces over time or if immigrants "assimilate into" welfare programme participation. In looking at occupational attainment among immigrants, show that an interesting picture of immigrant experiences emerges when immigrants are divided up into arrival cohorts, with the earlier arrivals showing the strongest degree of labour market integration. It could well be that the earnings gap diminishes over time and given the high level of education among Ireland's immigrants, it might be expected that this will indeed happen. Monitoring this situation will be the next task for research in this area. 1 9 8 7 1 9 8 9 1 9 9 1 1 9 9 3 1 9 9 5 1 9 9 7 1 9 9 9 2 0 0 1 2 0 0 3 2 0 0 5 
